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Honorable James Harvey . 

House of Representatives - J 

Washington, D. C. 20515 ' , . ..i 

Dear Congressman Harvey: 

Secretary Rusk has asked me to reply to your letter of January 20, 
1967, asking certain questions about the Export-Import Bank loan 
for machine tools to be used in a new automobile plant in the 
Soviet Union which will be constructed by the FIAT company of ' 
Italy. . . ‘ 

The answers to your numbered questions are as follows: 

1. Secretary Rusk approved of the proposed loan, which is to make 
available up to $50 million to finance purchases of United States 
machine tools and other automobile manufacturing equipment for the 
FIAT plant. 

2, On the basis of a review by the Department of Commerce of 
the list, made available by FIAT to your Subcommittee, of equip- 
ment which might be ordered for the plant in the USSR, it was 
concluded that there are only a few items on the list which, if 
ordered, may not be licensable under the Export Control Act. 

The precise status of this equipment cannot be determined until. 
license applications with specifications are submitted to the 
Commerce Department. I would emphasize that equipment ordered 
from United States firms will be subject to a detailed review 

on a case-by-case basis. If the Department of Commerce should 
receive license applications for machinery or equipment that would 
make a contribution to the Soviet military potential detrimental 
to the security and welfare of the United States such applica- 
tions would be denied, as required by the Export Control Act. 
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3. If the Export-Import Bank does not participate in this transaction, 
it is unlikely that the Istituto Mobiliare Italiano (IMI) , the Italian 
Bank which requested Eximbank credit, could obtain comparable financing 
from other sources unless procurement were transferred to the country 
where financing is sought. Thus, if FIAT were to shift procurement 
of the equipment it now intends to purchase in the United States to 
some other country, the credit facilities of that country's government” 
backed export financing agency would doubtless be made available to 
IMI on terms equal to or possibly more favorable than those generally 
extended by the Export-Import Bank. The Italian Bank could probably 
obtain financing from private sources in Europe irrespective of 
where the equipment is procured, but the terms would reflect the 
present high cost of private credit abroad and would therefore be 
unattractive. 

Thank you for the opportunity to comment on this important matter. 

If you have any further questions, I know you will feel free to 
call upon me. 

Sincerely yours. 


Douglas MacArthur II 
Assistant Secretary for- 
Congressional Relations 
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Hom?rabl® James ISasrvoy 
Jloua® of R«pr®o®a(tati'^® 
liteshingtcme O* C. 
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ftaar Ms:. Kazwy* ’ '■ — 

this Is la £M?tti©r resjwjn®® to ynur letter o£ January 20 to^Socretsry C®nnoff 
coracemlng the pnsposed feport-l^oport mnli lorn £oir Rmchln® toal® to 6»« 

3b m auttsaobllQ pBant In th© ToviRt i'nlrm. th® Collowing eossmnt® mm 
lS®yQ«3 to th© thr®© op®cifle question® in your i©tt®r. 

&. Secretary Connor spprovcd o£ th® proposed loan whicta io to gtnaneo 
purcheses ®£ up to $50 million of U. S. -origin ©schlnQ tools and 
other autotaobllo etanulacturlng ©qulpwsmt 2©r tbo ^lAT gBant to bo ^ 
Bmllt in tho Soviet Itelon. • ■,1 

a, Th© Department oS Cosreaarca h«9 rec©lwd a Biot tha 0. S.-orlgira 
aut?»)bll® raanuCfflCturlng ©'-julpciant that tho flAT designer a would 
life© to install In th® Soviet Union plant. Out tochnlclnno hav© 

®jt«ffilned tho r®l«tlvoly brief deserlptiono ©£ th® ©qulpsaenfe llDteds 
and their prellralnary glndlng lo, that tho oqBl|f®ent lo either 
opeclally designed Sot or primarily employad in th© production o£ 
automobiles. A o£ tho machine tools on th© lists howevero 
wbilo normally used In th® production o£ antcrsoblleo c®n ©loo b© 
ua®d 5n tho production o£ strategic good®. An application Sot tho 
eisport oe such ©achin© tools to th® Sovlot Pnion would ifeo eeuoo 
gor Q particularly canafful eppraipol. 

\ff In considering such license sppHcffltlono Sor Kagttom Fhsropean 
I destinations p th© itepartment of Cf^raerc© ©nelysQS n variety o£ 

J factor® before issuing licenses ffitjthorlslng th© ©sport of th® 
j 7 commoditl®® involved. Among tho factors w« look at ar® the extent 
( vhlch th© particular equljpmcnt lo used in autcwobll® productloni 

O; whether the oqulpment has Important strategic appUcatlonoj and th© 
ovnllablUty to th® Soviet Union of comparnbl© or nearly comparable 
equipment Ztv& countries other than th« Unltod States. We ar© awaro 
that sos'i® 15. 3. outoroobllQ production ranchlnffiiry Is superior to any 
produced abroad. But w© also fenouf there am raachlnea daslgned and 
built in Europe and Japan that ar® now balng used to produc® quality 
automoblleo. If all U. S. machinery normally used In automobil© 
production wore denied to Kastam BuropOo tho W3i? could otHl equlip 
its now plant with non-U. S. machinery. In ouch ©vej^to th® U.'J3d 
Might Bu.^vo © oomewhat Icoo oCKlcicnt outcsobil® plants but tho looQ 
to th© ltoit®S Stateo would Bra oig^ifi leant ia toesjo ©£ bolancQ ®t 
poyexsato oexQ co55)l®yu:©nto 
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3, Totir mJso r;ilB(aa ?pi<»stlon it SfJ r.!m£ 

ent.irrs’.o oC {J1nnnc5.nl n^slptnnr?? cnn 1 »ib ui 55 " ‘■'1^5!e 

ve do not hnvfi dnt.niind InfoiDnl f.on on /all wflpc.ctQ of f.hl« 
po-'salblffi transnctlon^ w>a b^llnvm In view of the nmotmt of 

flrmnclng involved, th® tight nsoney oityation In th® llnite<l 

find th«! nnysufil c.hfirncter of tha psroposicd tranfinction, 
other BoiBrcea of finfinelng ere ynlikely to b® avnilobla in th© 
Ihnitedi atateo without srvn*?. form off Kn~2m Bank particlpetlon. 

As for thc! ovnilfibillty off finflnclng ffrcsn other coiantriwp, we 
aare all awnr®, off course, that mnny lk?,e£®m European govemmenta 
aBslat the ®sport financing of their tr-nt goods and Qervices, 
usually ig? weans off of Cic leHy-b.ick©d esqjort cnsdlfc guarantee© 
or Inenrance. Pro® our ohaervation off the perforranne® off their 
evport financing sjst.erao, we RKpect that financing ffoir conparnblo 
Europefln machinery for the F5AT plant could be obtained in 
Weatern Europ©, la that ^wntj th® oqulpmont wuld notp off 
dSoursQ, be off W, 8. -origin, althmjgh it ®ight b@ caada fftroKj U. S. 
licensers daslgno, liVen In thlo latter case there prsbobly 

b® much le.sa eo3sia®rci0B and balance of paywento adhrawtagoo 
accinjlng to tho 5Mlt©d StntsD than thero woxnld tea tho 
©riul^jiaent eomo oliractly ffrraa tho Itoiterfl S(kitoo 055(2 tbo ciaEoo 
c^offo ciaoiotod Dj 7 feto t&r-Ia Safiffj, 
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